State of Montana Stable Value -- PIMCO Fixed Fund

Sector Weights

43.0%

U.S. Governments
34.1%

Mortgages
37.3%

Corporates

Asset Backed

Foreign

Other**

Cash M State of Montana Stable

Value -- PIMCO Fixed

Fund
M LB Aggregate Index

**QOther investments may include asset backed securities,
yankee/euro bonds, convertibles, and municipal bonds.

Portfolio Characteristics Risk Statistics
Percent of Portfolio Percent of Portfolio Callan Category Intermediate Term Bond
Credit Quality Rating Manager Index Maturity Manager Index
US Govt/Agency 30.0%  72.2% 0-1 yrs. 32.0% 0.0% Vs. Callan Category Manager Rank
AAA 44.0% 2.5% 1-3 yrs. 6.0% 36.1% Sharpe Ratio
AA 11.0% 2.5% 3-5yrs. 34.0% 22.0% I-Year N/A N/A
A 6.0% 11.1% 5-10 yrs. -15.0%* 27.1% 3-Year N/A N/A
BBB 7.0% 11.6% 10-20 yrs. 41.0% 7.4% 5-Year N/A N/A
<BBB 2.0% 0.1% 20+ yrs. 2.0% 7.4%
Avg. Duration (yrs.) 3.4 4.4 Morningstar Rating (Stars Range |-5: 5=Best; |=Worst)
Weighted Avg. Quality AAA  AAA Avg. Maturity (yrs.) 5.6 7.4 I-Year N/A
3-Year N/A
Maturity Date Percent of 5-Year N/A
Top Ten Holdings Coupon (molyr) Portfolio
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
NIA NIA NIA NIA
N/A N/A N/A N/A
N/A N/A N/A N/A QTR 1-YR. 3-YR. 5-YR. 10-YR.
N/A N/A N/A N/A 8 51 97 85 N/A
N/A N/A N/A N/A
N/A N/A N/A N/A *Percentile Rank is based on the Callan universe of intermediate term
N/A N/A N/A N/A bond mutual funds, | being the highest and 100 the lowest.
% of Total Portfolio 0.0%
*Negative maturity is due to PIMCO's short interest swap positions. The negative number represents a "pay fixed"
swaps position that reduces the portfolio's exposure to rising interest rates.

QTR. I-YR.

M State of Montana Stable Value -- PIMCO Fixed Fund

7.6%

3-YR.

M LB Aggregate Index

2
N
0

5-YR.

6.6%
7.4%

Since Incep. 6/97

Fund Strategy

The Fund employs a synthetic stable value strategy where PIMCO manages a diversified bond
portfolio and a third party insurer writes an insurance wrapper that resets with a quoted rate
of return each quarter. The Board of Investments seeks to provide a rate of return on
investments that exceeds the Lehman Brothers Aggregate Bond Index over a five-year period.
PIMCO seeks to provide a return on investments that exceeds the Lehman Brothers
Intermediate Government/Credit Index + 0.35%.

Fund Narrative

The Fund has lagged the LB Aggregate Index over all time periods. Performance is a direct
reflection of the low volatility strategy and is not a concern. Much of the LB Aggregate Index
return premium is a reflection of the downward move in interest rates over the last three
years. We do not show Sharpe Ratio figures because the lack of volatility produces non-
meaningful results. Recommendation: Arnerich Massena recommends retaining the Stable
Value option and believes it has performed in line with expectations.

Arnerich Massena & Associates, Inc.

| Quarter Ending December 31, 2003
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Vanguard Total Bond Market Index Admiral

Sector Weights Portfolio Characteristics Risk Statistics
Percent of Portfolio Percent of Portfolio Callan Category Intermediate Term Bond
Credit Quality Rating Manager Index Maturity Manager Index
US. Governments 41 US Govt/Agency 60.9% 72.2% 0-1 yrs. 2.2% 0.0% Vs. Callan Fategory Manager Rank
AAA 9.9% 2.5% 1-3 yrs. 31.7% 36.1% Sharpe Ratio
AA 2.8% 2.5% 3-5yrs. 11.4% 22.0% I-Year 1.19 69
309% A 14.1% 11.1%  5-10yrs. 37.0% 27.1% 3-Year 1.42 33
Mortgages 373% BBB 12.1% 11.6% 10-20 yrs. 10.7% 7.4% 5-Year 0.79 30
’ <BBB 0.2% 0.1% 20+ yrs. 7.0% 7.4%
Avg. Duration (yrs.) 4.6 4.4 Morningstar Rating (Stars Range |-5: 5=Best; |=Worst)
40.8% Weighted Avg. Quality AA+ AAA Avg. Maturity (yrs.) 7.7 7.4 3-Year 3.00
Corporates 5-Year 4.00
Maturity Date Percent of 10-Year 4.00
Top Ten Holdings Coupon (molyr) Portfolio
Asset Backed US. Treasury Note 4.9% Feb-12 3.4%
U.S. Treasury Note 5.6% May-08 2.2%
FNMA Note 6.5% Aug-04 1.1%
US, Treasury Bond 1% Aug2| 0%
Foreign US. Treasury Bond 7.6% Nov-22 1.0%
U.S. Treasury Bond 8.1% Aug-19 0.8% QTR 1-YR. 3-YR. 5-YR. 10-YR.
FNMA Note 7.0% Jul-05 0.8% 78 76 59 41 31
FNMA 7.3% May-30 0.7%
Cash W Vanguard Total Bond FNMA 5.0% Sep-33 0.7% *Percentile Rank is baset.j on the .Callan universe of intermediate term
Market Index Admiral FHLMC 5.8% Apr-08 _07% | bond mutual funds, | being the highest and 100 the lowest.
% of Total Portfolio 12.4%
M LB Aggregate Index
Avg. Annual Portfolio Turnover 75%

Net Historical Performance Fund Strategy

Vanguard Total Bond Market Index seeks to provide investment results that parallel the Lehman
Brothers Aggregate Bond Index. The Portfolio is passively administered using sampling techniques

B Vanguard Total Bond Market Index Admiral WLB Aggregate Index designed to keep the Fund's characteristics in line with the Index. The Portfolio employs a
"corporate substitution” strategy which underweights |-4 year Treasuries and overweights |-4
52 year Corporates by 15%. This strategy is expected to enhance the Fund's return by 0.06%-0.09%
R NS . 5 2 per year. Performance and Morningstar statistics prior to the Fund's inception are from the
S N S < investor shares, net of the admiral shares expense ratio.

For the year, Vanguard Total Bond Market Index performed in-line with the LB Aggregate Index.
Given that the Fund's target Index is devoid of high-yield bonds (the sector that provided the
best returns in 2003) it has trailed its more diversely managed peers. Weak short-term rankings

32 32 have carried into the three-year rankings, and the Fund has fallen below the Plan's Callan group
~N m
o o guidelines in the three-year time period. The Fund has met the five-year peer group and Sharpe
‘ ‘ Ratio investment policy guidelines. Recommendation: Arnerich Massena recommends retaining
QTR. I-YR. 3-YR. 5-YR. 10-YR. the Fund. Despite underperformance we feel this is a good, low-cost bond market index fund.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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Vanguard Total Bond Market Index Admiral

3-Year Rolling Returns Manager Profile
Lead Manager Kenneth Volpert
Tenure on Product 1992
Returns vs LB Aggregate Index TR &6 [H 1992
Performance Ended December 31, 2003 Education BS University of lllinois
CAl MF:Core Bond Style Universe of Funds Location of Firm Malvern, PA
120 | | | | |
| | | | |
! ! : : : Fund Information
1.0 | | | | |
: : : : : Expense Ratio 0.17%
10.0— A B (:24) =B (:|8) ! ! Morningstar Average 1.06%
Lo Ticke VBTLX
[ TeAly e Al | | e
907 | | [ | | |
| | | | |
: : : ‘ : Growth of Assets in Fund ($ Mil.)
80— I [ e | del) I
| | | * |
[~ ®|B q29) I [ A ‘34) |
| ([N S | |
70— o |A59) : : : I 1999 2000 2001 2002 2003
| ‘ ‘ ‘ B d24) A(9) $12,682 $16,376 $21,759  $25,006 $25,245
60— T ! Lo - A(24) B (l6)
) | | | | |
| | | N R [ Up Market/Down Market Capture -- 5-Year
507 | | | | |
| | | | - - |
| | | | |
I I I I I 120
407 | | | | |
| | | | |
| | 1 1 1 100.0 979 1000
30 i i i i i 934
3 Years 3 Years 3 Years 3 Years 3 Years 3 Years
Ending Ending Ending Ending Ending Ending
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01
10th Percentile 85 109 10.6 85 6.7 6.3
25th Percentile 76 10.1 9.7 8.0 6.2 59
Median 7.1 95 9.0 73 5.6 54
75th Percentile 63 86 79 6.l 49 45
90th Percentile 5.7 77 75 55 4.1 38
Member Count 32 30 28 29 31 32
-Vanguard Tot Bd Idx Adm  ¢A 6.9 94 94 78 6.3 64
LB:AggrBd HEB 76 10.1 10.1 8.l 63 6.3
Up Market Capture Down Market Capture
Il Vanguard Tot Bd Idx Adm [ LB:Aggr Bd
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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d Balanced Index Admiral

Fixed Income: 40.4% of portfolio  Equity: 59.3% of portfolio Cash: 0.3% of portfolio

Equity Portfolio Characteristics Total Portfolio Risk Statistics
Basic Materials Make-up Manag Index Callan Category Domestic Balanced
US. Governments 265% Large Cap (>$10 Bil.) 67.2% 83.3% Vs. Callan Category Manager _ Rank
341% Capital Goods Mid Cap ($2-9.99 Bil) 20.1% 16.0% Sharpe Ratio
Small Cap ($500 Mil.-$1.99 Bil.) 9.0% 0.7% |-Year 1.77 21
Comm. Services Micro Cap (<$500 Mil.) 3.7% 0.0% 3-Year -0.03 24
5-Year -0.02 23
Mortgages 7% Cons. Cyclicals Morningstar Rating (Stars Range |-5: 5=Best; |=Worst)
37.3% Wtd. Avg. Market Cap ($ Mil.) 68,610 85,968 3-Year 4.00
Cons. Staples Wtd. Median Market Cap ($ Mil.) 26,262 44,839 5-Year 3.00
10-Year 4.00
Energy Number of Holdings 3,475 500
Corporates 7%
Francils (g 5%
: Company % of Portfolio Sector
Healthcare MICROSOFT 2.6% Technology 1999 2000 2001 2002 2003
53% GENERAL ELECTRIC 2.6% Capital Goods Equity 59.7% 58.1% 59.0% 59.7% 58.6%
Asset Backed ® Vanguard Balanced Technology WAL MART STORES 22% Consumer Cyclicals Fixed 38.9% 39.6% 39.1% 386%  39.7%
"% LB Aggregate Index EXXON MOBIL 22% Energy Cash 1.4% 2.3% 1.9% 1.6% 1.7%
Transportation CITIGROUP 2.0% Financials
PRIZER 164 Heltheare
s Ut = Vanguard INTEL 1.6% Technology
ilities Balanced Index
Foreign Admiral AMERICAN INTL GROUP 1.3% Financials 1999 2000 2001 2002 2003
Misc. B S&P 500 Index 1BM 1.3% Technology Large Large Large Large Large
JOHNSON & JOHNSON 1.3% Healthcare Blend Blend Blend Blend Blend
% of Total Portfolio 18.7%
Callan Percentile Rank*
Manag: Index Avg. Annual Portfolio Turnover 40%
Avg. Duration (yrs.) 44 44 QTR 1-YR. 3-YR. 5-YR. 10-YR.
Avg. Maturity (yrs.) 75 74 67 47 23 23 22
Avg. Quality AAA AAA *Percentile Rank is based on the Callan universe of domestic balanced
Number of Holdings 1160 N/A mutual funds, | being the highest and 100 the lowest.
Vanguard Balanced seeks growth and income. The Fund normally invests 60% of its assets in
W Vanguard Balanced Index Admiral B US Balanced Index equities and 40% in fixed income securities. The equity portion seeks to replicate the Wilshire
5000 Index performance. The Fund normally invests primarily in the 500 largest and samples the
rest. The fixed income portion seeks to replicate the returns of the LB Aggregate Index.
8 . Performance and Morningstar statistics prior to the Fund's inception are from the investor shares,
S E net of the admiral shares expense ratio.

Vanguard Balanced Index has performed relatively well versus the US Balanced Index. It remains near
the top third of its peer group over the three-, five-, and ten-year time periods. The Fund also meets
the State's Sharpe Ratio investment policy guidelines. Historical asset allocation, as well as the Fund's
QTR. I-YR. 3-YR. 5-YR. 10-YR. category drift, have remained neutral. Performance and Morningstar statistics prior to the Fund's
inception are from the Investor shares, net of the Admiral shares expense ratio.
Recommendation: Arnerich Massena recommends retaining the Fund as the Plan's passively
managed Balanced option.

Arnerich Massena & Associates, Inc. Quarter Ending December 31, 2003
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Vanguard Balanced Index Admiral

3-Year Rolling Returns Manager Profile

3.0
(60)
©.0)
(12.0)
(15.0)

(180)

10th Percentile
25th Percentile

Median
75th Percentile
90th Percentile

Member Count

-Vanguard Bal Index Adm
-US Balanced Index

Returns vs US Balanced Index
Performance Ended December 31, 2003
CAIl MF:-Dom Balanced Style Universe of Funds

T T T T T
| | | | |
| | | | |
— | | | | |
| | | | |
| | | | |
1 | | | | | B 26)
I I I I [T A 30)
B , l l Db BBy
- A (23) | \ \ | A3
aid | I
I R i B T ’\”77773130)’ -T -
Dl m|BGY ®ABH T
B IR * A7) ‘ ‘
| | m|B 432) [ | |
[ et N * A (36) | |
1 | | | | |
| | -—-—-- | - - | |
| == | | | |
| | | | |
N | | | | |
| | | | |
| | Q- | | |
- | | | | |
| | | | |
| | | | |
— | | | | |
| | | | |
| | | | |
i i i i i
3 Years 3 Years 3 Years 3 Years 3 Years 3 Years
Ending Ending Ending Ending Ending Ending
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01
35 3.1 0.7 33 6.0 78
1.7 (1.0) @.1) 0.9) 35 5.6
0.6) 47) 6.7) (33) 1.0 37
(3.0) 7.7) (11.0) (6.5) (1.2) 1.2
(5.0 (10.3) (12.9) 83) 3.0 0.5)
75 78 8l 79 83 9l
*A 1.8 24) 4.9) (1.5) 26 53
mB 1.6 (1.7) 398 (1.3) 27 5.5

Source of Portfolio Statistics & Universe Comparisons: Callan Associates

Lead Manager Sauter, Alwine
Tenure on Product 2000, 2002
Tenure with Firm 1987, 1991
Education Various
Location of Firm Malvern, PA

Fund Information

Expense Ratio 0.15%
Morningstar Average 1.33%
Ticker VBIAX

Growth of Assets in Fund ($ Mil.)

1999 2000 2001 2002 2003
$3,129 $4,023 $4,187 $4,354 $3,772
Up/Down Market Capture -- 5-Year
140+
124.8

119.7
120+
100.0 100.0

100
80
60
404
20
04

Up Market Capture Down Market Capture

- -Vanguard Bal Index Adm - -US Balanced Index

Arnerich Massena & Associates, Inc.
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Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Rank*
Financials Top Ten Holdings

Healthcare

Technology ; Growth of Assets In Fund ($ Mil.)
Transportation

Utilities
B Vanguard Equity Income Admiral Morningstar Category Style Shift

Misc. 58P 500 Index

Cash

Net Historical Performance Manager Profile

M Vanguard Equity Income Admiral M Russell 1000 Value Index M S&P 500 Index

Fund Information

QTR.

Fund Narrative

Vanguard Equity Income produced strong absolute returns in 2003, but ranked poorly among its large cap value peers. Struggling top holdings weighed heavily and the Fund's
small Technology stake held it back as that sector paced this year's rally. The Fund underwent some management changes in August 2003. Vanguard replaced one of three
subadvisors, Newell Associates, with its own Vanguard Quantitative Equity Group. Vanguard Equity Income has a successful long-term track record. The Fund's performance and
Sharpe Ratio rank in the top third of its peer group over all long-term trailing time periods. The Fund has remained true to its style over the years and has received four star
Morningstar ratings for all periods presented. Performance and Morningstar statistics prior to the Fund's inception are from the Investor shares, net of the Admiral shares
expense ratio. Recommendation: Arnerich Massena recommends retaining Vanguard Equity Income as the Plan's large cap value option.

Fund Strategy

The Fund seeks current income. Growth in capital is also
considered. The average yield on the portfolio is expected to be
50% higher than the S&P 500 Index. The Fund employs multiple
managers, including two internal portfolio managers, George
Sauter and the Vanguard Quantitative Equity Group. The outside

management firms are John A. Levin & Co. and Wellington
Mana~anan + (AmanAn

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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3-Year Rolling Returns

Vanguard Equity Income Admiral

1204
Returns vs Russell 1000 Value Index
Performance Ended December 31, 2003 100.0 100.0
CAI MF:Lg Cap Value Style Universe of Funds
12.0 ‘ ‘ ‘ ‘ ‘ 90
| | | | |
| | | | |
90 l l l l l
| | | | N 614
| o |ABH 60-
60 1 1 1 1 | 1 A |B (@5
10 ; ! ! ! o [AB)| - -m|C {8
-0 A
B (24 ‘ | A A
L__«|AQ@4) o A5 | w !
00—+ == alBy - |- T I vy 30+
- ; ! A(12) = |C(83)
| | * A <|5) |
BO— r--- N | | B(?’O) |
| C 84 | | | |
| L | T~ & |B(@9 | |
(6.0) | | @) | | o
: : L : : : Up Market Capture Down Market Capture
(9.0) — : : Lo __ : C ‘(92) : - -Vanguard Eq-Inc Adm |:| S&P:500
| | | | |
| m C (9 | | |
120 | e | | .
‘ ‘ ‘ ‘ ‘ Style Analysis -- 5-Year
(15.0)—| | | = C(%) 1 1
l l l l l 100
(180) i i i i i
3 Ye'ars 3 Ye.ars 3 Ye'ars 3 Ye.ars 3 Ye'ars 3 Ye.ars Russell 1000 Value
Ending Ending Ending Ending Ending Ending
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01 go
S CAl MF:Lg Cap Value Style
10th Percentile 38 5.0 (1.2) 0.6 77 89 ‘
25th Percentile 0.9 (0.6) 49) (24) 47 7.0 -Vanguard Eq-Inc Adm‘
Median (1.0) 3. (7.5) (44) 1.5 37
75th Percentile 3. (5.4) (94) (66) 03) 22 0
90th Percentile (4.7) 85) (10.8) (9.0) (18) 08
Member Count 43 41 40 40 41 41 251
Vanguard Eqlnc Adm  *A LI 13 @ (1.0) 36 63 T (501
Russell 1000 Value ~AB 12 ©02) (5.1) (29) 27 54 a
S&P:500 MC (4.1 (112) (14.6) 92) (1.0) 39 751
(100y T T T T T T
(100) (75 (50) (25 0 25 50 75 100
Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates

Up Market/Down Market Capture -- 5-Year

Arnerich Massena & Associates, Inc
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arclays Global Equity Index

Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials
Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Ra

Financials Top Ten Holdings
Healthcare
Technology Growth of Assets In Fund ($ Mil.)
Transportation

Utilities
W Barclays Global Equity Index Morningstar category Style Shift

Misc.

M S&P 500 Index

Cash

Net Historical Performance Manager Profile

M Barclays Global Equity Index W S&P 500 Index

2.2%

Fund Information

QTR.

Fund Narrative
Barclays Global Equity Index is passively managed and as such has performed in line with expectations. The Fund meets all investment policy criteria. The Portfolio has mapped
closely to the S&P 500 Index. Returns are gross of fees, but because the fee is minimal, the impact is inconsequential. Note: Holdings were not available through Barclay's

therefore a the portfolio characteristics are from a similarly managed S&P 500 Index product. Recommendation: Arnerich Massena recommends adding the product to the
Plan.

Fund Strategy
The Fund attempts to replicate the S&P 500 Index by investing
all, or substantially all, of its assets in the stocks that make up the
Index. It seeks investment results that correspond with the price
and yield performance of the Index.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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3-Year Rolling Returns

Barclays Global Equity Index

Up Market/Down Market Capture -- 5-Year

1204
Returns vs S&P 500 Index
Performance Ended December 31, 2003 100.1 100.0 99.9 100.0
CAl:Lg Cap Broad Style Universe of Funds
904
15.0 T T T T T
I I I I I
I I I I I
I I I I I
100 I I I I I
I I I I I
| | | | [ 60-
I I I I I
5.0 I I I I I A (53)
I I I I [ i |
I I I I I mIBEY
| | | | [
- b o [ [ A (63) | _
0.0 [
| : : s 3‘*
AGO) L ___| [ I |
F--B I I I I
(5.0 B (\50) | | | |
I [ I I I I
Lo I I LT A®) I
I | I "B () I 0
(10.0) — I F---|A(8) ! ! Up Market Capture Down Market Capture
! | B (58) [ I I
: : LA 657) : : Il 'Barclay Equity Index [ s&P:500
(15.0) — : | : ] B(FS7) : :
I I I I I
| S I | | Style Analysis -- 5-Year
(20.0) | | | | |
I I I I I
I I I I I
| | | | | 100
250~ | | | | | 'Barclay Equity Index
I I I I I
I I I I I
(300) i i i i i 8
3 Years Ending 3 Years Ending 3 Years Ending 3 Years Ending 3 Years Ending 3 Years Ending Ex
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01 CAl:Lg Cap Broad Style
25+
10th Percentile 23 Ll (32 ©.1) 6.5 9.5
25th Percentile 0.3) 3.1 ©.7) (3.5) 34 74 0
Median (4.0) 99) (13.6) (73) 03 43
75th Percentile @l (le.1) (17.8) (11.0) 3) 23 25)
90th Percentile (12.0) (212 (234) (15.5) 6.5) 03) (23)
Member Count 178 185 115 19 122 130 ‘=§ (50)1
(%]
'‘Barclay Equity Index  ®A 4.0 (1) (145) 92) (1.0) 39 75\
S&P:500  WB  (41) (112) (146) (92) (10) 39 73)
(100Y T T T T T T
(100)  (75)  (50)  (25) 0 25 50 75 100
Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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nguard Growth & Inco

Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Ra
Financials 9 Top Ten Holdings

Healthcare
Technology Growth of Assets In Fund ($ Mil.)
Transportation
Utilities

W Vanguard Growth & Income Morningstar Category Style Shift
Admiral

M S&P 500 Index

Misc.

Cash

Net Historical Performance Manager Profile

M Vanguard Growth & Income Admiral W S&P 500 Index

Fund Information

QTR.

Fund Narrative

In 2003, Vanguard Growth & Income outperformed the S&P 500 Index and placed in the top third of its peer group for all periods. Over longer time periods the Fund has
provided a slight premium to the S&P 500 Index. Three-year and five-year performance and Sharpe ratio rankings meet investment policy criteria. Performance and Morningstar
statistics prior to the Fund's inception are from the Investor shares, net of the Admiral shares expense ratio. Recommendation: Arnerich Massena recommends retaining
Vanguard Growth & Income as the Plan's large cap blend option.

Fund Strategy
The Fund invests in a diversified group of stocks chosen with the
help of sophisticated computer models. The Fund seeks stocks
that appear to be undervalued by the market based on a
computer model evaluating multiple characteristics. The Fund
will hold sector weightings similar to the S&P 500 Index.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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3-Year Rolling Returns

Vanguard Growth & Income Admiral

Up Market/Down Market Capture -- 5-Year

Returns vs S&P 500 Index 1207
Performance Ended December 31, 2003 1033
CAl MF:Large Cap Br Style Universe of Funds ' 100.0 100.0
15.0 T T T T T
I I I I I 90+
| | | | |
| | | | |
10.0— | | | | |
| | | | |
| | | | |
| | | | |
_ 1A (33) |
50 | | | | 1 | __A|B®H 60
| | | | |
00— R O Lo e aBy |
: L | | | I ---m|B @ )
shel ] | | |
B(38)| - - - — |
co- | Y | o | 3o
b ke —
(00— F---| | . Aéf) | |
L mlB@) SR l
! ! A (45) ! ! o
(15.0) 5 : : --&lB C48) : : Up Market Capture Down Market Capture
[ | | | |
: : Lo : : : . -Vanguard Gr & Inc Adm l:l S&P:500
(20.0) 4 | | | | |
| | | | |
! ! ! ! ! Style Analysis -- 5-Year
@59 | | | | |
I I I I I 100
| | | | |
(30.0) | ; ; ; ; S&P:500
3 Years 3 Years 3 Years 3 Years 3 Years 3 Years 75
Ending Ending Ending Ending Ending Ending o Vanguard Gr & Inc Adm
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01 20 50+
5 CAI MF:Large Cap Br Style
10th Percentile 08 (1.1 G.1) 2.4) 5.0 87 25
25th Percentile (18) 43) 79 “48) 1.4 57
Median 62 (12.1) (14.8) ©.2) (1.0) 32
75th Percentile ©9) (17.1) (18.7) (12.3) 42) Il 0
90th Percentile (13.7) (234) (25.2) (180) 73) (1.7)
(251
Member Count 131 122 117 119 120 120
]
Vanguard Gr & Inc Adm  ®A  (32) (10.3) (14.1) 6) 07 43 £ (0
S&P:500 MB  (4.1) (112) (14.6) ©.2) (1.0) 39
(751
(100) T T T T T T
(100) (75)  (50) (25) 0 25 50 75 100
Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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rican Funds Growth Fund of

Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Ra
Financials ; Top Ten Holdings

Healthcare

Technology Growth of Assets In Fund ($ Mil.)
Transportation

Utilities
W American Funds Growth Fund of Morningstar category Style Shift
) America A
Misc.
B S&P 500 Index

Cash

Net Historical Performance Manager Profile

M American Funds Growth Fund of America A W Russell 1000 Growth Index W S&P 500 Index

Fund Information

Fund Narrative

American Funds Growth Fund of America outperformed the asset class and style indices over all long-term time periods. The Fund's performance rankings fell in the top decile
of its peer group over all time periods. It has received a four star Morningstar rating over the three-year period and a five star ranking over the five and ten-year periods. The
Fund's assets grew significantly in 2003 in part due to appreciation and in part due to its rising popularity. Asset growth is less of a concern in the large cap asset class. Investors
should expect less mid cap exposure than has been seen in the past. Recommendation: Arnerich Massena recommends retaining the Fund as the Plan's large cap growth
option.

Fund Strategy
The Fund seeks capital growth using common stocks and
convertible securities. The Fund invests in growing and profitable
companies, turnaround situations, and unseasoned companies.
Capital Research & Management is the subadvisor of American
Funds Growth Fund A.
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American Funds Growth Fund of America A

3-Year Rolling Returns Up Market/Down Market Capture -- 5-Year
200+
181.5
Returns vs Russell 1000 Growth Index
Performance Ended December 31, 2003
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Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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Janus Mid Cap Value Investor

Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Ra
Financials Top Ten Holdings

Healthcare

Technology . Growth of Assets In Style ($ Mil.)
Transportation

Utilities
Janus Mid Cap Value Morningstar Category Style Shift
) Investor
Misc.
M Russell Midcap Index

Cash

Net Historical Performance Manager Profile

M Janus Mid Cap Value Investor W Russell Midcap Value Index M Russell Midcap Index
5 8

Fund Information

QTR. I-YR. 3-YR. 5-YR. Since Incep. 9/98

Fund Narrative

Over all trailing time periods Janus Mid Cap Value's performance and Sharpe Ratio rankings are the in the top quartile of its peer group. The Fund has received four and five star
Morningstar ratings for all available time periods. Janus Capital Group was cited in New York Attorney General Elliot Spitzer's probe of Canary Capital Partners as engaging in
special trading arrangements in exchange for large investments in mutual funds managed by Janus. The alleged improprieties took place prior to Janus' relationship with Perkins
Wolf and McDonnell, Janus Mid Cap Value's subadvisor; therefore, the Fund was not involved in the questionable trades. Morningstar removed Janus funds from their
recommendation list, however, Morningstar named Janus Mid Cap Value as one that investors could retain given its subadvisory relationship. Recommendation: Arnerich
Massena recommends retaining Janus Mid Cap Value as the Plan's midcap value option.

Fund Strategy
The Fund is subadvised by Perkins, Wolf & McDonnell Co. The
manager uses bottom-up research to identify companies that have
strong business fundamentals but are temporarily out of favor.
Before purchasing a stock, the manager will consider its downside
risk versus its upside potential in an attempt to preserve capital
and minimize risk.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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Janus Mid Cap Value Investor

3-Year Rolling Returns Up Market/Down Market Capture -- 5-Year
140
Returns vs Russell Midcap Value Index
Performance Ended December 31, 2003 122.7
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Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods

Comm. Services

Cons. Cyclicals

Cons. Staples
Energy
Callan Return Percentile Rank*
Financials Top Ten Holdings
Healthcare
Technology - Growth of Assets In Style ($ Mil.)

Transportation

Utilities
 Artisan Mid Cap Inv Morningstar Category Style Shift
Misc.
M Russell Midcap Index

Cash

Net Historical Performance Manager Profile

M Artisan Mid Cap Inv W Russell Midcap Growth Index M Russell Midcap Index

42.7%
40.1%

R
@
=

19.5%
7%
12.1%

2.0%

QTR. I-YR. 5-YR. Since Incep. 3/93

32
[ e
a2 b 5
B - 5 . :
; — . I — Fund Information
22
¢

Fund Strategy Fund Narrative

Artisan Mid Cap is managed by Andrew Stephens. Artisan invests 2003 was the first calendar year since 1994 that Artisan trailed either the Russell Midcap Growth or Russell Midcap Index. Artisan's quality growth style was unfavorable this year

in companies in the $600 million to $6 billion range that possess relative to aggressive growth managers. Portfolio Manager Andy Stephens readily admitted that stock selection also contributed to underperformance. The Artisan Mid Cap team
franchise characteristics and whose stock is selling at compelling spent a significant amount of time reviewing the Fund's underperformance in 2003 and evaluating their process. Overall they made no significant changes; however, they have
valuations. In-depth intrinsic value analysis is employed to identify implemented what they believe to be improvements to the process. Some of these enhancements include a stricter sell discipline and a communication plan that will help improve
potential investment candidates. information flow from the analysts to the portfolio manager. Despite near-term struggles, Artisan remains in the top decile of its peer group over the three-, five-, and ten-year time

periods. Long-term Sharpe ratio and Morningstar rankings are strong as well. Performance prior to mutual fund inception date is same style account performance, net of mutual fund
fees, managed by Andy Stephens at a previous firm. Recommendation: Arnerich Massena recommends retaining Artisan Midcap as the Plan's midcap growth option.
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Artisan Mid Cap Inv

3-Year Rolling Returns Up Market/Down Market Capture -- 5-Year
180+
Returns vs Russell Midcap Growth Index 163.1
Performance Ended December 31, 2003
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Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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anguard all Cap Index Admiral

Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Rank*

Financials Top Ten Holdings

Healthcare

Technology Growth of Assets In Fund ($ Mil.)
Transportation

Utilities
W Vanguard Small Cap Index Admiral Morningstar category Style Shift

Misc.

M Russell 2000 Index

Cash

Net Historical Performance Manager Profile

M Vanguard Small Cap Index Admiral M Russell 2000 Index

Fund Information

QTR.

Fund Narrative
Vanguard Small Cap Index, while not meeting investment criteria for active managers, has closely tracked the Russell 2000 Index and provided a premium over all trailing time
periods, except the current year. Rankings are a reflection of passive management in an asset class where active management has historically added value over time.

Performance and Morningstar statistics prior to the Fund's inception are from the Investor shares, net of the Admiral share's expense ratio. Recommendation: While Arnerich
Massena prefers active management in the small cap asset class, there are other actively managed options available in the Plan. Arnerich Massena recommends retaining the Fund.

Fund Strategy

The Fund seeks to parallel investment performance of the
Russell 2000 Index.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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3-Year Rolling Returns

Vanguard Small Cap Index Admiral

Up Market/Down Market Capture -- 5-Year

Returns vs Russell 2000 Index 1207
Performance Ended December 31, 2003
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Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003

79




Sector Weights Portfolio Characteristics Risk Statistics

Basic Materials

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Ra
Financials Top Ten Holdings

Healthcare
Technology £ Growth of Assets In Style ($ Mil.)
Transportation
Utilities

B Hotchkis & Wiley Small Value A Morningstar Category Style Shift

Misc.
M Russell 2000 Index

Cash

Net Historical Performance Manager Profile

M Hotchkis & Wiley Small Value A W Russell 2000 Value Index M Russell 2000 Index

Fund Information
QTR.

Fund Narrative
Over all trailing time periods Hotchkis & Wiley Small Cap Value's performance and Sharpe Ratio rankings are the in the top quartile of its peer group. The Fund has received
acceptable Morningstar ratings for all time periods presented. Performance prior to mutual fund inception date is same style account performance, net of mutual fund fees.

Recommendation: Arnerich Massena recommends retaining Hotchkis & Wiley Small Cap Value as the Plan's small cap value option.

Fund Strategy
Hotchkis & Wiley Small Cap Value is team managed under the
guidance of David Green and Jim Miles. The team seeks to
identify stocks of companies whose present value of future cash
flows exceed the current market price and invests in these
“undiscovered” or “out of favor” companies.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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Hotchkis & Wiley Small Value A

3-Year Rolling Returns Up Market/Down Market Capture -- 5-Year
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Value Growth
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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Portfolio Characteristics Risk Statistics

Capital Goods
Comm. Services
Cons. Cyclicals
Cons. Staples

Energy
Callan Return Percentile Rank*
Financials Top Ten Holdings

Healthcare

Technology Growth of Assets In Fund ($ Mil.)
Transportation

Utilities
W Brown Capital Small Morningstar Category Style Shift

Company Institutional

Misc.
B Russell 2000 Index
Cash

Net Historical Performance Manager Profile

M Brown Capital Small Company Institutional W Russell 2000 Growth Index M Russell 2000 Index

.0%
%

Fund Information

QTR.

Fund Narrative

Companies with market capitalization below $500 million, stock prices below $5 per share, and companies with no earnings were generally the best performing stocks in 2003.
The Brown Capital Small Company investment team favors companies with solid fundamentals that are growing reasonably well and, therefore, underperformed the more
aggressive Russell 2000 Growth Index and peers. Brown Capital Small Company Institutional exceeds all of the State's investment policy criteria. Although the Fund
underperformed over the last year, trailing three-, five-, and ten-year returns are in the top quartile of its peer group. Brown's three- and five-year Sharpe Ratio rankings also fall
in the top quartile. Recommendation: Arnerich Massena recommends retaining Brown Capital Small Company Institutional as the Plan's small cap growth option.

Fund Strategy
Brown Capital Small Company Institutional invests in small cap
stocks that are undervalued relative to their growth prospects.
The Fund selects stocks that have the potential for a sustainable
revenue stream, adequate resources to maintain a viable product
or service market, sufficient profitability, and management skills
and resources necessary for planning long-term growth.

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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Brown Capital Small Company Institutional

3-Year Rolling Returns Up Market/Down Market Capture -- 5-Year
200+
1743
Returns vs Russell 2000 Growth Index
Performance Ended December 31, 2003
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American Funds New Perspective A

Country Weights

Sector Weights

Capitalization

Risk Statistics

DEVELOPED 89.9% 13.0%
MARKETS 95.6% Basic Materials Category Manag Callan Category Global Stock
Europe Large Cap (>$10 Bil.) 78.2%
Capital Goods 78% Mid Cap ($2-$9.99 Bil.) 17.3% Vs. Callan Category Manager Rank
United Kingdom Small Cap ($500 Mil.-$1.99 Bil.) 0.3% Sharpe Ratio
Comm. Services 10.4% Micro Cap (<$500 Mil.) 4.2% |-Year 1.43 41
Germany Cash 0.0% 3-Year -0.03 19
11.8% 5-Year 0.13 16
Cons. Cyclicals 11.8% Witd. Avg. Market Cap ($ Mil.) 41,964 Morningstar Rating  (Stars Range |-5: 5=Best; |=Worst)
France Wtd. Median Market Cap ($ Mil.) 23,582 3-Year 4.00
Cons. Staples 12.9% 5-Year 4.00
Asia Pacific o4% Number of Holdings 208 10-Year 5.00
Japan Energy
Hong Kong s (@O
A i 9.2% Company % of Portfolio Country
useralia Healthcare 115% Callan Percentile Rank*
Canada 205% AOL TIME WARNER 3.5% UNITED STATES
Technology 13.4% ALTRIA GROUP 2.7% UNITED STATES QTR. I-YR. 3-YR. 5-YR. 10-YR.
EMERGING ASTRAZENECA 2.6% UNITED KINGDOM 16 19 19 16 I
MARKETS Transporaation | °7% VODAFONE GROUP 22% UNITED KINGDOM
Latin America e TYCO INTL 2.0% UNITED KINGDOM | *Percentile Rank is based on the Callan universe of global mutual funds, | being
- 1.8% NEWMONT MINING 1.7% UNITED STATES the highest and 100 the lowest.
Asia A N American Funds New Utlities [t 3.7% TAIWAN SEMICONDUCTOR 1.6% TAIWAN
e - MSCT ACWI Free ! . NESTLE |.6:/o SWITZERLAND
Eur/Mid E/Africa Misc. u Q’:;";:::s:::[‘?:e A TELEFONICA 1.3% SPAIN
ING GROEP 3% NETHERLANDS
UNITED 53.7% Cash ® MSCIACWI Free % of Total Portfolio 20.6% The Fund invests in blue chip companies in the U.S. and abroad, emphasizing
STATES . multinational or global companies and focusing on opportunities generated
Pvgg A Retello TATe? 25 by changes in global trade patterns and economic and political relationships.

. . Capital Research & Management is the subadvisor of American Funds New
Net Historical Performance Perspective A.

B MSCI ACWI Free

M American Funds New Perspective A

3
]
<
)

Fund Narrative

American Funds New Perspective A meets all investment policy criteria
set forth by the State. Over the three- and five-year time periods, the
Fund's performance and Sharpe Ratio rankings are in the top quartile of

36.8%

“}: its peer group. The Fund has added significant premium above the MSCI
32 = R ACWI Free over all long-term time periods. The Fund outperformed the
& © 32 ~ Index and most of its global peer universe for the year.
- - 2 h Recommendation: Arnerich Massena recommends retaining American
] Funds New Perspective A as the Plan's global investment option.
QTR. I-YR. 3-YR. § 5-YR. 10-YR.
(o]

Arnerich Massena & Associates, Inc. | Quarter Ending December 31, 2003
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American Funds New Perspective A

3-Year Rolling Returns

Manager Profile

Lead Manager Team Managed
Tenure on Fund N/A
Returns vs MSCI ACWI Free Tenure at Firm N/A
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Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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SSgA MSCI EAFE Equity Index

Country Weights Sector Weights Capitalization Risk Statistics
DEVELOPED 93.4%
MARKETS 90.5% Basic Materials Category Manager Callan Category Foreign Stock
Europe Large Cap (>$10 Bil) 62.5%
P Capital Goods Mid Cap ($2-$9.99 Bil.) 28.1% Vs. Callan Category Manager Rank
) . Small Cap ($500 Mil.-$1.99 Bil.) 6.4% Sharpe Ratio
United Kingd
nitec fingdom Comm. Services Micro Cap (<$500 Mil) 0.5% I-Year 151 40
’ Cash 2.5% 3-Year -0.21 50
Germany 10.9% 5-Year -0.17 84
Cons. Cyclicals 12.1% Witd. Avg. Market Cap ($ Mil.) 37,934 Morningstar Rating (Stars Range |-5: 5=Best; |=Worst)
France Wtd. Median Market Cap ($ Mil.) 18,692 3-Year N/A
Cons. Staples 5-Year N/A
Asia Pacifi Number of Holdings 1,029 10-Year N/A
sia Pacific
Energy
apa -
Japan Financials 25.3% Top Ten Holdings
25.4%
Hong Kong =
10.9% Company % of Portfolio Country
Auseralia Healthcare Callan Percentile Rank*
112% BP 2.9% UNITED KINGDOM
Technology " HSBC HDG. 2.6% UNITED KINGDOM QTR. I-YR. 3-YR. 5-YR. 10-YR.
Canada VODAFONE 2.5% UNITED KINGDOM 23 33 49 8l 83
Transportation 17% GLAXOSMITHKLINE 23% UNITED KINGDOM
EMERGING 23% TOTAL 1.8% FRANCE *Percentile Rank is based on the international Callan universe of non-US equity
MARKETS Uil 49% ROYAL DUTCH 1.8% NETHERLANDS | mutual funds, | being the highest and 100 the lowest.
tilities . o
Latin America 4.54. 55¢A MSCl NESTLE |.8°/> SWITZERLAND
; EAFE Equity NOVARTIS 1.8% SWITZERLAND
Asi M SSgA MSCI EAFE Misc. Index TOYOTA MOTOR 1.5% JAPAN
sia 5.1% Equity Index mMSCI ACWI o
Free ex-US NOKIA 1.4% FINLAND Fund Strategy
B MSCI ACWI Free ex- Cash 2% % of Total Portfolio 20.4%
Eur/Mid E/Africa 33% us The Fund seeks to match the performance of the MSCI EAFE Index.
Avg. Annual Portfolio Turnover 31%
Net Historical Performance
M SSgA MSCI EAFE Equity Index B MSCI EAFE MSCI ACWI Free ex-US
° Q B
8 & = -
® 3 A Fund Narrative
The Fund has consistently tracked the MSCI EAFE Index over all time
periods. The difference in performance can primarily be attributed to
management fees. Long-term Sharpe Ratio and performance rankings
» 5 32 reflect the inefficiencies of the international markets and the dominance
BN 32 3 3 py 3 of active management in the international asset class.
s S - [ Recommendation: Arnerich Massena recommends pursuing the SSgA
OTR. 1-YR. 2 2 § 5.YR. 10-YR. MSCI EAFE Equity Index as the Plan's international passive option.
I I -
3-YR.
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SSgA MSCI EAFE Equity Index

3-Year Rolling Returns

Manager Profile

87

Lead Manager Kala Pierre
Tenure on Fund 1998
Tenure at Firm N/A
Returns vs MSCI ACWI Free ex-US Index Educati . o
ucation BS Leigh University, MBA Bentley College
Performance Ended December 31, 2003 Location of Firm N/A
CAl:Intl EQ Non-US Sty Universe of Funds
10.0 7 ] T T T .
\ \ | | | Fund Information
l l l l l
| | | | | I
: : : : : Expense Ratio 0.40%
P | | | [ i N R S C(63) Morningstar Average 1.79%
1 - R B | I EE Y N D — 1 _ - .
00 m | C(37) [ ! N R 1Y) Ticker SSMSX
2 | | L alc@n A (76)
F--- @ | | g [CN_s]B e Growth of Assets in Style ($ Mil.)
| | T ®|B @I A (87) :
| | |
[ A I A t84) :
(10.0) — I | | | ‘
| C (47) | | |
: - 7!7 B (‘5|) T : : : 1999 2000 2001 2002 2003
LA c 1) | | $100062 $16890 $17,120 $33012  $36,822
! 1 [T ® B s8) | |
: R = I :
(20.0) — | | | I I
! ! ! ! ! Up Market/Down Market Capture -- 5-Year
l l l l l
| | | | |
| | | | | 120
| | | | |
(30.0) i i i i i 100.0 99.1  99.1  100.0
3 Years 3 Years 3 Years 3 Years 3 Years 3 Years
Ending Ending Ending Ending Ending Ending 90
12/31/03 6/30/03 12/31/02 6/30/02 12/31/01 6/30/01
10th Percentile 59 (3.0 (7.5) 28 54 69 60
25th Percentile 1.7 8.3) (12.4) 0.0 1.9 45
Median 29 (13.0) (16.2) 4.0 (1.1) 1.3
75th Percentile (5.0 (15.3) (18.8) 6.2) (3.7 (1.0)
90th Percentile (74 (18.0) (23.0) @ (5.6) (2.6) 304
Member Count 124 128 99 104 106 109
i 0 —
SSGAMSCI EAFE Idx Comm  ¢A (2.8 (134) (17.1) 6.7) (5.0 (1.1) Up Market Capture Down Market Capture
-MSCI EAFE.Index AB (2.6) (13.2) (17.0) 6.5) (4.8) 0.9)
-MSCI ACWI Freeex-US EC (1.0) (12.5) (16.5) 6.2) (3.6) (0.5) [l SSGA:MSCI EAFE Idx Comm
I -MSCI E.AFE. Index
[ -MSCI ACWI Free ex-US
Source of Portfolio Statistics & Universe Comparisons: Callan Associates
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